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A DISGRACEFUL EXPOSE. 


Astonishing “Deals” of the American Guild, of 
Richmond, Virginia, Disclosed. 

Elsewhere herein will be found liberal extracts 
from the report of an examination of the American 
Guild of Richmond, Va., recently completed by 
representatives of the Insurance Departments of 
Virginia and Maryland. 

It is shown that great sums of money have been 
taken from the treasury of this concern and paid 
as “commissions” to officers and trustees of other 
traternal orders instrumental in merging them 
with the American Guild. That this, should have 
been continued for so long and on so great a scale 
without those responsible therefor being brought 
to account, seems almost unbelievable. 

An officer of a fraternal order has no moral right 
to pay to another or demand or accept for himself 
any fee, large or small, for’ inducing his fellow 
members to merge with some other fraternal order. 
It will be seen from the article printed elsewhere 
herein that there have been paid from the treasury 
of this institution, or must be paid under contracts 
already made, over $200,000 in cash, alleged to be 
the value of services of various individuals in con- 
nection with mergers. The details make interest- 
ing reading. 





“ALL IN THE FAMILY.” 


Close Connection Between the American Temper- 


ance Life and the Tradesmen’s Life 
Shown by Litigation. 

The attention of our readers is particularly 
called to a most interesting article elsewhere here- .- 
in, under the heading “Tradesmen’s Life Insur- 
ance Company, New York.” A majority of the di- 
rectors of that concern asked for its dissolution, 


ananne-snlln 








98 BEST’S LIFE INSURANCE NEWS 


April, 1907, 








on the ground of insolvency, early in 1906. Up to 
about two months before this application was filed, 
the management of the Tradesmen’s Life and the 
American Temperance Life (also the National 
Security Company, which operated both of them) 
was practically identical, but those active in oper- 
ating the American Temperance Life resigned their 
offices in the Tradesmen’s Life about sixty days 
before the application for its dissolution was filed 
by a majority of the then directors. The “Arm- 
strong Laws” prohibit the formation of new com- 
panies similar to the American Temperance, the 
Tradesmen’s Life and the Empire Life,. another 
assessment concern which was operated by the 
same crowd, and which failed early in 1906. The 
method by which they succeeded in transferring 
to the American Temperance the insurable mem- 
bers of the Tradesmen’s, leaving the uninsurable 
members to shift for themselves, is clearly shown 
by the intelligent investigation conducted by Mrs. 
Mary Grace Quackenbos, attorney for several pol- 
icyholders of the Tradesmen’s Life, and her asso- 
ciate, Louis S. Posner. 





STATE DEPARTMENT REPORTS. 

The Connecticut Department is the first, as 
usual, to issue its complete Life Insurance Re- 
port. It shows that the total insurance written 
during 1906 in Connecticut was considerably less 
than the amount written during 1905. The Con- 
necticut companies made a slight increase, but 
those of other States and the industrial companies 
wrote less new business than during 1905. The 
business in force increased materially, however, 
the total gain being $9,264,777. 

The Report deals in detail with the examination 
of the Safety. Fund Department of the Hartford 
Life Insurance Company begun in June, 1906, and 
completed in November, 1906. We have already 
reviewed the report of this examination. 

The Commissioner calls attention to the publi- 
cation “for the first time of specimen annual divi- 
dends paid during the year on the four most com- 
mon forms of policies for four different ages at 
entry.” 

This matter reached us too late to be printed in 
this issue, but we will re-print the table in our May 
issue. 

A preliminary report issued by the Ohio Insur- 
ance Department shows five Ohio life insurance 
companies in active operation there, namely, Co- 
jumbia, Midland Mutual, Ohio State, Union Cen- 
tral and Western & Southern. These companies 











report $48,763,550 insurance in force in the State, 
They issued during the year, 4,132 policies, aggre- 
gating $6,582,349, and there were 2,826 policies 
terminated, aggregating $4,353,459. 

All the companies show an increase in insurance 
in force except the Columbia, which shows a de- 
crease of $113,837. 

Of course, very much the largest part of this 
business was transacted by the Union Central, 
which reports $41,658,125 insurance in force in the 
State out of the total of $48,763,550, mentioned 
above. 

The companies of other states had in force in 
Ohio, policies aggregating $538,130,041, and the 
Canada Life, the only foreign company operating 
there, $5,643,489. The grand total is $592,537,080, 
a net increase of $18,701,384 during the year. This 
is ordinary business only. In addition, three in- 
dustrial companies operating in the State, the Met- 
ropolitan, Prudential and Western & Southern, re- 
port policies in force amounting to $148,126,423, 
an increase of $9,284,785 during the year, all three 
companies having gained in the amount in force. 

All companies operating in Ohio, wherever or- 
ganized, including both ordinary and industrial 
business, collected premiums amounting to $26, 
786,898.67 during 1906, and paid 18,263 losses, 
amounting to $8,174,042. 

A preliminary sheet issued by the Insurance De- 
partment of Delaware shows ordinary business 
written during 1906 aggregated $2,797,002.97, and’ 
in force at the end of the year, $19,981,581.30. 
Premiums received aggregated $767,140.46, and 
the losses paid were $194,072.17. 

The industrial companies had in force at the end 
of the year $14,806,417.06 of insurance, and collect- 
ed premiums comparing very favorably with those 
obtained by the ordinary companies, namely, $529,- 
460.34. They paid ldsses amounting to $164, 
890.92. 

The Colorado Report shows $113,538,447.96 of 
life insurance in force at the end of 1906, a consid- 
erable gain during the year. The premiums re- 
ceived aggregated $4,242,324.33, and the losses 
paid were $1,305,337.53.- 





SUGGESTIONS WELCOMED. 
Frequently a subscriber writes to us suggesting 
that we prosecute some particular line of inquiry, 
which later uncovers very interesting facts. 
We are always glad to receive such suggestions, 
and will consider it a favor if subscribers will call 
our attention to any conditions in the insurance 
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comment, as, for instance, improper schemes used 
by life insurance companies for the purpose of ob- 
taining business. It is our object to comment upon 
such matters in our reports upon the individual 
companies. If any subscriber knows of improper 
practices indulged in by any company upon which 
we report and from the absence of comment by us 
he may conclude we do not know the facts, we will 
be under obligation for a line suggesting investi- 
gation on our part. The suggestion is all that is 
necessary. We will do the investigating very 
cheerfully. 

We take this opportunity of thanking numerous 
subscribers who have aided us in this way. 





OUR LEGAL DEPARTMENT. 

We call the attention of subscribers to the fact 
that we maintain a fully equipped legal depart- 
ment, in which we handle only insurance claims. 

There are great numbers of shyster life insur- 
ance concerns which make a regular practice of 
‘ulldozing the “beneficiaries of former members 
when they present death claims, or for that matter, 
the members themselves, when they endeavor to 
secure surrender or other values. In such cases 
our legal department is of great value. We know 





the facts,—just what a policyholder or beneficiary 
is entitled to, and what companies can be com- 
pelled to pay, whether they, want to or not. The 
services of our attorneys will be cheerfully fur- 
nished without charge to any subscriber to our 
complete reporting service, where inquiries do not 
require special study or outlay on our part. Those 
having claims against insurance concerns may find 
that we can be of material assistance to them in 
enforcing them. 





THE VALUE OF OUR SPECIAL REPORTS. 

The following letter, recently received, shows 
how our service of special reports helps the active 
life insurance agent in his field work: 

“Your favor of the 25th, enclosing Royal 
Commissioners Report upon the Manufactur- 
ers Life of Toronto, is received and I desire to 
thank you for the information. It is the fur- 
nishing of such information that makes the 
subscription to your Reports of  instrinsic 
value, and I am certainly pleased that I have 
found you out.” 

This letter was received under date of April 
29, 1907, from Percy G. Teeple, district manager 
of the Northwestern Mutual Life Insurance Com- 
pany of Milwaukee, at Marquette, Michigan. 








AMERICAN GUILD, RICHMOND, VA. 


| Total income during’ the 
interesting Disclosures Through Official | een Ger: $409,120.92 | 


Examination. 
A short report upon this order will be | 
found in our February issue. | 
We have recently received the report 
on an examination of it, 
by Lee J. Wolfe, examiner for the I claims 
surance Department of the State of 
Maryland, and Chas. G. Taylor, Jr., ac- | 
tuary, Bureau of Insurance, Virginia, 
which was submitted to the Insurance | 
Commissioners of Maryland and Witr:| 
ginia on March 12, 1907. | 
the Armstrong Investigating Committee | 
in this State, we have never seen any- | ganization of 
thing to equal the record of this insti- | 


Official investigation. 


Statement as of December 3ist, 1906. 
Balance Sheet. 


Amount of ledger assets, 
December 31, 1905........... $159,848.99 
Income During the Year. 


Sale of supplies ... 


Sum of both amounts.... $568,969.91 
Disbursements During the Year. 

| Death claims ...... $274,223.97 
conducted | permanent disability 
| Temporary disabil- 
ee) Qe eee eee 
| Old age benefits .... 


Total paid to members and 


| beneficiaries ....ccccecces $299,139.87 


Except for the familiar disclosures of | Commissions, fees, salaries paid 
or allowed to agents for or- 
subordinate 


| BWOGTEB .rccceccccccccccssacas $153,418.59 | 


tution, as revealed by this searching | salaries paid to officers 
| Salaries paid to office em- 
|  PROMOUE | ocnenaccene 
| Salaries or fees paid supreme 
| or medical supervisors...... 
Rent, $950.04; taxes, 

advertising, official publica- 

cation and printing, $9,967.- 


eee e eee eeenee 


| 
691.63 | General expenses 
| Interest 


5,577.19 
5,213.80 
2,187.51 


Loss on sale. of mortgages.... 


-++- $516,630.74 
BS 8 cin vanesee ae eernns $52,339.17 
; Ledger Assets. 

| Book value of real estate un- 


| Total disbursements 


| SRI vodc cet cane saces 4,777.74 

12,813.33 $287,037.30 Mortgage loans on real estate, 
WE, AOU f oweca ces ec ess cwnie 
| Book value of bonds (excluding 
interest) and stocks owned 
SOUT. Sc tkwkcweetacecakes 
Deposited in banks: Southern 
Interstate Bank, $25,462.59; 
National Bank of Va., $303.- 


eee eee eee ee ee eee eee eee ee 


22,808.90 


| 


990.00 12,102.57 | 


71,486.84 


25,765.69 


We ivisensenteens baw $124,839.17 
Deduct Ledger Liabilities: 
Borrowed money .........:.. 72,500.00 

Total net ledger assets as 
per balance on page 3.. $52,339.17 
2,238.50 | NON-LEDGER ASSETS. 
$160.81; | Interest due, $329; accrued on 
mortgages, $576.10 ......... 
| Interest accrued on other as- 





13,229.68 


8,913.90 








$905.10 


Assessments: 

meade $231,091.72 
12,162.68 
osescenas 150,902.88 


OE A var obaeekice ui sevennr ares 
Postage, express and _ tele- 
graph, $3,315.90; legal ex- 
penses, $8,901.58; insurance 
departments, $654 .......... 
403,157.28 Traveling expenses ........... 
4,034.51 | Collecting and remitting as- 
BOSSMONUS 2 ccccccccccccoscseee 
1,237.50 | Chapter supplies ............. 


11,078.33 


12,871.48 


Total rec’d from members.. 1,572.90 


a gn ele sale kal é 
From all other sources, viz: 
Dividends 





363.60 
$25.39 


WOW. cokenr dive pesos cuscdsseces 
Market value of real estate 
over book value ............ 
Market value of bonds (not in- 
cluding interest) and stocks 
over book value ............ 
Assessments due on last call, 
| made within 60 days on cer- 


tificates in force eee e renee 


509.15 









1,122.26 


883.16 


32,067.88 
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Assessments to become due on 
certificates not exceeding one 
assessment, nor the amount 
of claims not assessed for 


per item 2 of liabilities .... 32,067.88 
Total non-ledger assets.... $67,555.43 
Total admitted assets ... $119,894.60 


NON-LEDGER LIABILITIES. 
Losses on certificates adjusted, 


et MO. is icnckerbanuservednns $18,852.89 
Installment of annuity benefits 
OD GD  ccewinds catesiescoee 106,523.24 
Losses on certificates not ad- 
DEES caccewsecescevecednecses 8,173.94 
Due C. E. Corlett on ““Yeomen 
ee ee 37,425.00 
Due Southern Interstate Bank, 7,375.95 
Total (non-ledger) liabili- 
ME. “uxvedaveuecieseevenee $178,351.02 
ee Pore en $58,456.42 


Increasing this deficiency for 
the Maryland statement by 


item 13, subsequently re- 
CERN OS nsec keeesesésenease 32,067.88 

Makes deficiency for Mary- 
land statement ......... $90,524.30 


The title of this concern, which was 
incorporated January 10, 1890, under the 
name of the “Progressive Endowment 
- Guild of America,’ was changed to the 
“American Guild’ by Act of December 20, 
1897. 

The report states: “It is fraternal in its 
organization, has a ritualistic form of 
work, and a representative form of gov- 
ernment. The Supreme Governing body 
is the Supreme Chapter, which elects a 
Supreme Executive Committee, which 
committee has direct control and man- 
agement of the business and affairs of 
the Guild.” 

The above statement is taken from the 
report of the examination, and does not 
include the assets and liabilities of the 
“Modern Puritans,” a fraternal bene- 
ficiary association of Norfolk, Va. We 
will refer to this amalgamation later. 

The Guild was found to have $72,500 
of borrowed money included in its in- 
come, which the examiners contended 
should not be so treated, and, therefore, 
it was omitted from the “Income” ac- 
count. 

The report states that appraisals of the 
real estate holdings were not received in 
time for comment, and, therefore, the 
report includes the property at the 
Guild’s values. 

The mortgage loans, which are located 
in the States of New York, Illinois and 
Kansas, were also admited for their full 
values, owing to the delay in receiving 
appraisals on them. 

The report states, however, that “ap- 
praisals on the Illinois loans have been 
received and indicate that the loans are 
amply secured.” 

An error was found by the examiners 
in the calculation of accrued interest on 
certain assets, they finding the amount of 
accrued interest to be $200 more than 
that shown by the Guild. 

An item of $32,067.88, representing as- 
sessments to become due, was required 
by the Virginia statement, but not by 
the Maryland statement, and it was, there- 


eins left out of the assets for the Mary- 
|land statement. 
| The report also stated as follows: 
“The Guild’s statement includes an 
| item of $42,057.18 “Sick benefits ad- 
| vanced against certificates in good stand- 
| ing bearing 6 per cent. interest.’’ As the 
|Guild does not carry any reserve on 
| these certificates, there is no security 
against this sum unless the certificates 
are carried to maturity. Your examin- 
| ers have, therefore, omitted this item 
| from their statement.” 
| ‘The examiners stated that the associa- 
| tion did not show any undue desire to 
| litigate or compromise claims. They also 
|found in commuting the value of con- 
| tracts payable in installments, taking 6 
| per cent. per annum as the rate of in- 
| terest, that the amount computed by the 
| Guild was incorrect, “‘the figures which 
|should be carried to this account being 
| $106,523.24, thus increasing their liability 
by $4,861.04." The examiners also con- 
| tended that the sum of $37,425, which was 
due C. E. Corlett on the “Yeoman Con- 
tract,”’ (referred to later herein) could not 
be paid in monthly installments, as no 
satisfactory basis was found ‘“‘upon which 
to commute these installments, and the 
principal unpaid is, therefore, charged.” 
Business Management. 
Provident Savings Bank and Southern 
Interstate Bank. 

The American Guild was found to have 
made numerous transactions through one 
W. Gray Watson with the Southern In- 
terstate Bank, which last March became 
the successor of the Provident Savings 
Bank. It was shown that the American 
Guild owned about 87 per cent. of the 
stock of that institution, and that it paid 
for its stock in ‘“‘numerous small notes” 
at the time of the organization of the 
bank in 1899, which the report says, 
“were collected by the bank at consid- 
erable expense, and consequently did not 
net the bank the face value of the 
stock which it issued to the Guild.” 
Later on it was found that the shrinkage 
in these notes and other assets of the 
bank had caused its capital to become 
impaired, and in order to make good the 
depreciation in bank stock which was 
held by the mortuary fund of the Guild, 
it was thought proper and for the in- 
terest of the Guild to pay out of its ex- 


stallments ‘‘an amount equal to something 
less than 70 per cent. of the deficiency— 
the residue being otherwise made up.” 
The amount paid by the Guild during 'the 
last three years in this way was $6,000, 
and it was shown that it had agreed to 
pay $9,000 more. It was brought out 
that the secured notes owned by the 
Guild were thus used “for the purpose of 
organizing and starting the Provident 
Savings Bank,” and though these notes 
bore interest at the rate of 6 per cent. 
per annum, the dividends paid by the 
bank have been only 3 per cent. per 
annum. All stock of the bank not owned 
by the Guild “‘was owned by officers or 
executive committeemen of the Guild and 
the board of directors of the bank con- 
sisted according to the statement of the 
Supreme Governor, of officers or execu- 
tive committeemen of the Guild. It is, 
therefore, seen that the Provident Sav- 





pense fund to the bank in monthly in- | 
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ings Bank was practically a branch of 
the American Guild, and it was so con. 
sidered by the officers of the Guild.” 
This whole arrangement the examinerg 
considered improper and unprofitable for 
the Guild “without considering the addi- 
tional payments which the Guild hag 
been called upon to make to the Provi- 
dent Savings Bank.’’ The report also 
shows that the books of the Guild indi- 
cate that it is indebted to the Southery 
Interstate Bank (successor of the Provi- 
dent Savings Bank) to the amount of 
$72,500 bearing interest at 6 per cent. per 
annum. As the investments of the Guild 
do not produce 6 per cent. income, it 
is recommended that some of these in- 
vestments be turned into cash, so that 
the $72,500 indebtedness may be liquidat- 
ed. 

The practice of the Guild in absorbing 
other concerns is severely condemned in 
the following language, which we quote 
at considerable length because of the 
vital importance of the matter to the 
members of the Guild. The practices so 
severely censured are in our opinion, as 
the report says, wholly indefensible, and 
it will also be noted that these reinsur- 
ances caused a very large money loss to 
the original members of the Guild. 

Amalgamations or Reinsurances. 

“It has been the custom of the Guild 
for several years past to amalgamate 
with, or reinsure, other fraternal insti- 
tutions, and it is to such amalgamationg 
that considerable attention has been 
given in this investigation. 

“To get a thorough understanding of 
these transactions it is first necessary 
to look into the method of subdividing 
the assessment of the Guild into the 
several funds, viz: Mortuary and Old 
Age, Emergency and Expense, or Gen- 
eral Fund. The Guild first takes 33% 
per cent. of the gross collections for 
General Fund; 5 per cent. of the re- 
mainder is carried into the Emergency 
Fund, and the balance to the Mortuary 
and Old Age Fund. 

“In taking over these _ institutions, 
however, it is the custom of the Guild 
to take the entire collections for the first 
year from the members of the new asso- 
ciation for Expense or General Fund, 
making no provision whatever for the 
mortality of the reinsured association 
the first year. 

“Their defense for this action is that 
these are new members, but it must be 
borne in mind that these new lives 
taken over are not freshly selected ones, 
but are often the accumulation of an 
older order, in which the advantage of 
selection has worn off. 

“It must be further remembered that 
these new members do not, at the time 
of their entrance, pay the same rate that 
the original members of the Guild do, 
but do not for sometime afterward pay 
such regular rates.. Neither do they pay 
the rate for the attained age at time of 
entrance, but pay the rate they were 
paying prior to the amalgamation until 
changed to the regular rates of the 
Guild. 

“These reinsured associations have al- 
ready by by-law, or otherwise, made 
proper provision for expenses, both as 
to new and old members, and in tak- 
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ing over these members on a different 
expense provision than that under which 
they were originally insured, the Guild 
is in effect violating the original con- 
tract. We are aware that by the terms 
of their reinsurance agreements, the new 
members become subject to the by-laws 
of the Guild, but these agreements are 
not made by the members with this in- 
formation before them, but by the Su- 
preme or Governing bodies of the as- 
sociations. As will be seen from subse- 
quent developments, some at least of the 
members of these governing bodies are 
paid by the Guild to vote and use their 
influence for the amalgamations, and it 
is hard to conceive how under such con- 
ditions, the interests of the members can 
be properly conserved. It is also im- 
proper that these members should be 
twice called upon to pay a so-called 
“first year cost.” The injustice to the 
Guild members will be discussed later 
on in this report. 

“To take these years’ assessments from 
old members as an additional sum for 
expenses is both immoral and indefens- 
ible. 

“This leads to the very excesses which 
we find in this association with all their 
attendant evils. 

“We are informed that in one instance 
the members taken over were required 
to pay the regular rates as soon after re- 
insurance as the adjustment could be 
made. This adjustment is often not 
made for several years after the order is 
reinsured, and in the meantime no ac- 
counting is made between these rein- 
sured members and the members paying 
a rate according to the N. F. C. Table 
with interest at 4 per cent. 

“It was impossible to make a detailed 
investigation into this question, but in- 
vestigation has been made into the result 
for the first thirteen months after the re- 
insurance of the Ancient Order of Pyra- 
mids and Yeomen of America. 

“During the first thirteen months, 
February, 1905, to February, 1906, inclus- 
ive, the collections from Pyramid mem- 
bers were $137,470.27, which was taken 
for the General Fund, or for expense 
purposes. During the same period the 
death claims incurred on account of mem- 
bers from the Pyramids were $68,053.33. 
This sum the original Guild members 
paid from the Mortuary and Old Age 
Fund created by them and represents 
practically speaking the burden which 
this amalgamation placed upon the orig- 
inal members of the Guild. 

“In the Yeomen amalgamation the re- 
sult is similar. 

“During the period of thirteen months, 
from June, 1905, to June, 1906, inclusive, 
the total collections from the Yeomen 
members were $82,583.55, deducting from 
this sum $4,677.47, representing the dif- 
ference between transfers for the thir- 
teenth month taken improperly and the 
expense funds transferred to M. & O. 
Fund resulting in their taking a net 
credit to General Fund of $82,583.55. 

“During this period the death losses 
incurred on account of members re- 
ceived from the Yeomen amounted to 
$32,495.14 (including commuted value of 
claims payable in installments). 

“Deducting credit by reason of $4,- 





677.47 transferred from the General to 
Mortuary and Old Age Fund, leaves a net 
drain upon the original members on ac- 
count of the Yeomen transfer for the first 
year of $27,817.67. 

“The result of the two reinsurances, 
covering a total period of seventeen 
months in all, is a loss to the original 
members of the Guild of $95,871.00. 

“The Guild received from these two 
associations, according to answers to 
queries submitted and hereafter quoted, 
assets amounting to $88,097.72. It would 
not be proper, however, to consider this 
sum as a credit against the disburse- 
ments for claims during the first thir- 
teen months of membership in the Guild. 
This sum represents the accumulation 
of surplus payments by members of the 
Pyramids and Yeomen and should have 
been held by the Guild to provide for 
future deficiencies in the payments of 
tune Yeomen members, or as a credit to 
such members upon the readjustment of 
rates. t 

“Another fact connected with these 
amalgamations which demands serious 
consideration, is the payment by the 
Guild for certain services in effecting 
same. The funds of a fraternal society 
are a trust as sacred as any held, and 
should not be disbursed by any person 
unless full value in legitimate services 
is received therefor. Nor do we believe 
that any officer of any fraternal society 
establishes by his services to the society 
any claim to compensation other than the 
salary voted him by the regularly con- 
stituted body clothed with this power. 
The Guild has paid out to individuals 
large sums of money for services in con- 
nection with these reinsurance deals. 

“Following is a copy of contract with 
one C. E. Corlett, Supreme Treasurer 
of the Yeomen of America and query 
regarding same submitted to the Su- 
preme Governor, by which originally 
Corlett was to receive $12.00 for each 
member of the Yeomen entering the 
Guild and paying the first assessment. 
He was also to be employed by the 
Guild for a period not less than twelve 
months at a salary of $500 per month: 

“*This Agreement, entered into this 
21st day of January, 1905, between the 
American Guild, a corporation chart- 
ered under the laws of the State of 
Virginia, party of the first part and C. 
E. Corlett of Aurora, Illinois, party of 
the second part as follows: 

““*Whereas, It is proposed to consoli- 
date and amalgamate the membership 


of the Yeomen of America with that of: 


the American Guild, and 

““*Whereas, The party of the second 
part has been instrumental in the up- 
building of the said Yeomen of America, 
and occupies now the position of Su- 
preme Treasurer at a remunerative sal- 
ary, which position he could maintain for 
many years to come, and 

““*Whereas, The party of the second 
part would, in the event of the said 


amalgamation be deprived of the posi- 
tion he now holds and the emoluments 
connected therewith, and 

*““*Whereas, The party of the first part 
desires the party of the second part to 
assist in the lawful execution of this 
amalgamation, and to receive the re- 


mittances from the Councils of the Yeo- 
men to be amalgamated, and to deposit 
the same in such banking institution as 
may be hereafter designated by the 
party of the first part to its credit. 

“*Now, Therefore, This Agreement 
Witnesseth; That in consideration of 
the premises and of the mutual stipula- 
tion herein contained, the said parties 
of the first and second parts have agreed, 
and.do hereby agree with each other as 
follows; to-wit: 

“First: That the party of the second 
Part will do all in his power to assist 
the legal amalgamation between the two 
aforesaid organizations, and the valid and 
legal transfer of all assets of the Yeo- 
men of America to the American Guild, 
for the better protection of all the mem- 
bers, before the expiration of the present 
year. 

“ ‘Second: That the party of the sec- 
ond part will take charge of the Yeo- 
men Department office, for which head- 
quarters are to be maintained at Aurora, 
Illinois, for such period of time as may 
be mutually agreed upon, and work for 
the best interest of the said American 
Guild, the details of which are to be set 
out in a subsequent agreement. 

“*Third: That for his services here- 
under the said party of the first part 
will pay to the party of the second part 
after the valid and legal adoption of the 
articles of amalgamation by the Yeomen 
of America as proposed by the Ameri- 
can Guild, and the valid and legal trans- 
fer of all the assets of the Yeomen of 
America to the American Guild, the 
sum of said actual valid cash, real estate 
and mortgage assets over and above all 
liabilities not to be less than Seventy 
Thousand Dollars ($70,000) as follows: 
Twelve Dollars ($12.00) on each and 
every member in good standing in the 
Yeomen of America holding life insur- 
ance certificates, transferred to or amal- 
gamated with the American Guild, who 
pay the first assessment due after said 
amalgamation is effected, to the said 
American Guild, and a like sum for all 
members who may be suspended on the 
first assessment, but who are subse- 
quently reinstated during the first sixty 
days after said suspension. 

“Fourth: That the aforesaid amounts 
stipulated in preceding section shall be 
paid by the party of the first part to the 
party of the second part in the following 
manner: First, after the adoption of the 
said articles of amalgamation hereinbefore 
referred to, and transfer of all valid as- 
sets hereinbefore referred to in immedi- 
ate cash, or by valid check or bank 
draft, a sum _ not’ exceeding Forty 
Thousand Dollars ($40,000) as may be 





hereafter agreed upon between the par- 
ties hereto; and the residue to become 
due to the party of the second part, as 
| stipulated in preceding section, to be 
| paid him in regular consecutive monthly 
| installments, equal in amount to one- 
third of the income and assessments paid 
by the transferred members of the Yeo- 
men of America to the American Guild, 
these monthly payments to continue un- 
til the sum of twelve dollars ($12.00) for 
every member, as stated in preceding 
section has been fully paid by the party 
of the first part to the party of the sec- 
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ond part. Second, The party of the first Giant Oaks, December 19, 1903. Attest: 

part will pay to the party of the second Columbian League, December 21, 1903. A. M. Waddell, Jr., 

part, as long as his service may be re- Ancient Order of Pyramids, Decem- Secretary.” 


quired, not, however, for a term less 
than twelve months from date of the 
aforesaid amalgamation, Five Hundred 
wVollars ($500) per month. The said party 
of the first part agrees also to retain for 
the same period the Supreme Secretary of 
the said Yeomen of America at a salary 
of Two Hundred and Fifty Dollars ($250) 
per month, and to pay for such other 
clerical help and office rent as may be 
necessary to maintain the said Yeomen 
Department after the amalgamation 
hereinbefore referred to. 

“‘In Witness Whereof, The said party 
of the first part has caused these pres- 
ents to be executed by its Supreme Gov- 
ernor, attested by its Supreme Secre- 
tary, and its corporate seal hereto an- 
nexed, and the said party of the second 
part has hereunto signed his name and 
affixed his seal in person, the day and 
year first above written. 


THE AMERICAN GUILD, 
By Chas. H. O’Ferrall, 
Supreme Governor. 


Attest: 
5. ’ Galeski, 
Sup. Sec’y. 
Cc. E. Corlett (Seal). 
Cc. W. Kimpton, Witness.’ ”’ 


It seems almost incredible that such a 
wuld brazenly recorded 
in the records of the institution. 

The report goes on to say that the 
contract was subsequently compromised 
and $20,000 paid over instead of $40,000. 
The report says: ‘‘We are informed that 
this contract originally would have cost 
the Guild about $150,000 exclusive of 
salary, but that on account of legal com- 
plications growing out of the transac- 
tion it was subsequently compromised 
at $60,000.”’ 

In connection with the absorbing of 
the Ancient Order of Pyramids, the re- 
port brought out the fact that the total 
assets received amounted to $49,900, that 
no liabilities were assumed, and that 
the Guild paid out $65,623.72 to the per- 
sons mentioned below “for services in 
bringing about the amalgamation.” 

E. B. Pfost, former president. .$27,805.24 


transact be 


F. P. Long, former secretary... 17,818.48 
Dr. L. A. Ryder, former medi- 

i i .t.h rene ne menedee 2,500.00 
Oo. T. Boaz, former attorney.. 2,500.00 
J. M. Dawson, broker, not a 

Se GQENOE. odie ccewtccsts 15,000.00 


$65,623.72 

No written contract was made in con- 
nection with these large disbursements. 
With one exception, ‘‘the recipients of 
these funds were officers of the Pyra- 
mids.”’ 

The report goes on to mention the other 
associations reinsured by the Guild as 
follows: 

Knights of Damon, December 31, 1901. 

Order of Columbus, January 2, 1902. 


Protected Knights of America, No- 
vember 25, 1901. 
The Anvil, February, 15, 1902. 


Safety Fund Insyrance Society, Octo- 
ber 20, 1902. 








ber 31, 1904. 

Yeomen of America, June 7, 1905. 

Modern Puritans, December 31, 1906. 

The latest transaction, that is, the re- 
insurance of the Modern Puritans, was 
upon terms shown by the following 
agreement. 

“This Agreement made this 26th day 
of December, 1906, between the American 
Guild, a corporation chartered and do- 
ing business under the laws of the State 
of Virginia, and the Security Loan & 
Trust Company of Norfolk, a corpora- 
tion chartered and doing business under 
the laws of the State of Virginia, Wit- 
nesseth: That 

“Whereas, The said American Guild 
desires to bring about a union between 
itself and the Modern Puritans, a fraternal 
beneficiary order having its home office 
at Norfolk, Virginia, 

“Now, Therefore, It is agreed between 
the parties hereto that if the said Se- 
curity Loan & Trust Company is suc- 
cessful in its efforts now being made, to 
bring about a legal and valid union of 
the said orders on terms and conditions 
accepted by the American Guild, the said 
American Guild will pay to the said Se- 
curity Loan & Trust Company an 
amount equal to seven dollars and fifty 
cents ($7.50) for each one thousand dol- 
lars of insurance in the said Modern 
Puritans actually in force, the assess- 
ments and dues on which are actually 
paid on December 3lst, 1906. 

“The said compensation is to be paid 
in monthly installments, beginning on 
February 15th, 1907, by applying thereto 
a sum equal to fifty per cent. of the as- 
sessments which are from month to 
month actually paid by the then former 


members of the Modern Puritans to the 


American Guild through its officers 
authorized to receive the same in behalf 
of the Supreme Chapter. 

“Provided, however, that if the sum 
total of the benefits due and to become 
due on certificates held by members dying 
or becoming disabled, on December 3lst, 
1906, or prior thereto, added to all other 
liabilities of the said Modern Puritans 
should be in excess of the actual and 
tangible assets (as of December $list, 
1906, delivered to the said American 
Guild, then and in that event the said 
excess shall be deducted from and paid 
out of said compensation, the same be- 
ing fixed on the assumption that the 
said assets are at least equal to said lia- 
bilities. 

“In Witness Whereof, The said par- 
ties have caused this agreement to be 
signed by their respective executive offi- 
cers under the seal of their respective 
corporations attested by their secre- 
taries. 


THE AMERICAN GUILD, 

By S. Galeski, 

Supreme Governor. 
Attest: 
Carl W. Kimpton, 
Supreme Secretary. 

SECURITY LOAN & TRUST CO., 

By Abott Morris, 
President. 





The report says: 

“This contract will require payment 
of about $75,000 to the trust company, 
the trust company to assume certain lia- 
bilities amounting to about $21,000. 

“The surplus contributed by the Mod- 
ern Puritans in excess of the liabilities 
assumed by the Guild is about $30,000, 
The facts previously recited in connec. 
tion with these reinsurance deals apply 
equally as forcefully to this case, and it 
is also worthy of note that the president 
of the Security Loan & Trust Company 
was Supreme President of the Modern 
Puritans.” 

The character of these transactions 
was evidently the cause of the examiners 
asking certain questions which with the 
answers received, are as follows: 

Question No. 1.—‘‘Are the bonds, se- 
curities and other property presented to 
the examiners in this examination the 
actual and sole property of the Guild?” 
“YES.” 

Question No. 2.—‘‘Is the cash on hand 
and in the banks, as reported, the prop- 
erty of the Guild and not borrowed for 
temporary purposes?’ “IT IS THES 
SOLE PROPERTY OF THE GUILD 
AND NOT BORROWED.” 

Question No. 3.—‘‘Are there any pri- 
vate books, documents, letter books, or 
other memoranda material to the busi- 
ness of the Guild, which have not been 
shown to the examiners, and which show 
conditions of affairs not exhibited by the 
other books of the Guild?” “NOT THAT 
I KNOW OF.” 

Question No. 4.—‘‘Has any executive 
committeeMun, Sumer vr employee any 
pecuniary interest in any agency con- 
tract or commission account, or do any 
of them derive, directly or indirectly, 
any profit from making or negotiating 
loans for the Guild?’ “NO.” 

Question No. 5.—‘‘Has any officer, ex- 
ecutive committeeman or employee re- 
ceived any compensation of any charac- 
ter whatsoever, directly or indirectly, on 
account of reinsurances or amalgama- 
tions with any other associations or s0o- 
cieties?” ‘NO.’ 

These answers are sworn to by &. 
Galeski, Supreme Governor. 








AMERICAN LIFE INSURANCE COM- 
PANY, DES MOINES, IOWA. 


Assets, December 31, 1906. 


Be eee er er Or TP re $114.50 
Pa | ar eerery © Serer 102,417.55 
BORTONE QUO. cic ceicivecs $828.03 
MONE SH incon ts Keeaes 1,680.74 2,508.77 
Loans on policies within their 

POROUS ids cccovnnacdbateees 8,763.40 
Premium notes on policies in 

ED’ wo bis ohuniedtesebbaee oWaae 9,794.59 
Interest accrued on premium 

notes, policy loans or liens.. 250.00 
Cash in banks and trust compa- 

nies. on interest ..... sa eeeees 41,394.48 
Cash in office, $6,671.58; and 

bank. $6,938.06, not on in- 

COED Side o éBddaci es cadesecas - 13,609.64 
Net premiums: 

MRI iin 6 ie cca cae 14,891.66 


Bills receivable 
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Agents’ balances . 8,693.66 13,412.90 
Other assets—furniture and fix- 


$210,157.49 
22,163.85 


Gross assets 
Deduct assets not admitted .. 


Total admitted assets $187,993.64 
Liabilities, December 31, 1906. 
Net reserve $130,887.0 
Present value, installment - 
death-claims not due 6,341.14 
Premiums paid in advance .... 420.30 
Other liabilities—unpaid bills, 
ete. 
Cont. 
Capital stock paid up 
General surplus 


1,648.96 
150.00 
25,000.00 
23,546.24 


$187,993.64 
Income During 1906. 
Gross premiums, less reinsurance: 
First year $63,545.63 
Renewal 


only the interest earned on investments 
could be paid to the stockholders as 
profits, 

The company is solvent. Its paid-up 
capital stock on December 31, 1906, 
amounted to only $25,000, being the same 
amount as was paid in in cash at the 
end of 1905. Its authorized capital is 
$100,000. The general surplus shows an 
increase of not quite $3,000 over the pre- 
vious year. 

Its actuarial methods are ‘subject to 
some criticism, the company using the 
“preliminary term’’ plan. 

The company appears to be prompt in 
settling claims as there were no out- 
standing death claims shown among the 
liabilities. We have heard no criticism 
upon the company regarding this point. 
Last year we criticised the expense of 
management as- being very heavy, 
amounting to néarly 80 per cent. or the 
entire receipts. Its statement for the year 
1906 requires the same criticism, as the 


ent value of all outstanding policies on 
December 31, 1906, as computed by the 
company on the Actuaries Table and 4 
per cent. interest, was $130,887. This 
is on the “full preliminary term’’ basis, 
the whole first year’s premiums being 
taken for cost of new business and cur- 
rent mortality. This system gives an ex- 
cessive provision for cost of new busi- 
ness and diminishes the renewal loadings: 
from which dividends to policyholders are 
in part derived. 
Surplus and Contingent Funds. 

According to this company’s gain and 
loss exhibit, its surplus increased during. 
1906 $2,722.51, and amounted to $23,546.24 
on December 31, 1906. 


Cost of Insurance and Returns to 


Policyholders. 
Analysis of Receipts and Disbursements: 
The income during the year was $131,- 
120.20, of which $63,545.63 was for new 
premiums for life insurance, as against 


tination the 


the Guild?” ————— $123, 939.88 


Interest, dividends and rent: 
On mortgage loans. .$4,434.48 
On premium 


$65,168.63 in 1905. The renewal premiums 
received amounted to $60,394.25, as 
against $45,337.23 in 1905. The total 


total expenses chargeable to the procure- 
ment of new business, as shown by the 


sh on hand company’s own figures, exceeded the 


2 sti aie notes, amount of new premiums received, and |@mount derived from interest was $6,- 
rel poe ‘= policy loans or liens, 912.73 the other management expenses are also | 538.20. 

Is Tua On bank balances .... 1,190.99 heavy. The death claims paid, which apporgers 
HE GUILD Total interest, dividends and It is licensed only in Iowa. to $5,337.90, show a saving of $3,122.30 

rents 6,538.20 The growth of the company is indi- over the previous year. Premium notes 

obi ri Premium notes, loans or liens cated by the following table: voided by lapse show an increase over the 
“i y= restored by revival of policies, 642.12 previous year of over $6,000. The sur- 
x books, or Bois SDKs Insurance | pender values also show a large decrease. 
o the busi- Ne ee $131,120.20 | B24 of Assets. in Force. | nuring 1906 they amounted to $3,090.40, 
ve not been peas $57,840 $635,100 against $9,309.52 in 1905. Salari 

hea Disbursements During 1906. 18,889 2.155.425 |), *8aim seely Ha : achat 
which ste Death claims less reinsurance.. $5,337.90 eg ger etc. show an increase of $6,492.65 over 
bited by a Premium notes voided by lapse, 10,509.05 147,496 3,213,328 | the previous year, when they amounted to 
nO? Sa Surrender values: ean ai 3,673,725 | $11,544.19. 

Cash $3,040.40 Strength and Solvency of the Company. | The following information regarding 

y qzsouting 50.00 3,090.40] Character of the assets and income | the salaries of the executive officers of 
ee ae Dividends to policyholders: derived from investments. the company is taken from the report of 
iwency con- Cash The amounts invested, ratio of each | the Auditor of the State of Iowa upon 
Bow: ime aa 572.84 | item to the total assets, and the income | life insurance companies for year ending 

indirectly, 


Installment payments 
Dividends to stockholders 
Commissions and bonuses: 
First year’s pre- 
miums $55,818.92 
Renewal premiums.. 1,467.48 
Salaries and allowances for 
agencies, including managers, 


506.00 
1,250.00 


derived by the company from its various | December 31, 1905. 
classes of investments are indicated by 


the following table: 


negotiating 1905. 


$1,800.00 
1,575.00 


1906. 
-| President $1,800.00 
Vice-President 

2nd Vice-President, 
Secretary 

Treasurer 

Auditor 


Officer, ex- 
mployee re- 
any charac- 
idirectly, on 
amalgama- 
tions or so- 


1,800.00 
1,800.00 
1,800.00 
1,800.00 


57,286.40 


Income. 
Amount 


L 


to by 8 


NCE COM- 
IWA. 


1906. 


4 
ir 


» =] S 


$114.50 
102,417.55 


2,508.77 
8,763.40 
9,794.59 

250.00 


41,394.48 


13,609.64 


14,891.66 


agents and clerks 
All other agency expenses .... 
Medical fees and inspections.. 
Salaries and all other compen- 
sation of officers, directors, 
trustees and employees 


5,031.70 
127.91 
5,588.90 


18,036.84 
1,506.50 
Advertising, printing, 
ery, postage 
Legal expenses 
Insurance taxes, 
department fees 
Furniture, fixtures and safes... 
Other disbursements: Tele- 
phone, book and supply, ex- 
press and telegraph, sundry, 
actuarial, bonus to agents, 
collection fees, agency com- 
mission 


station- 
2,451.54 
741.88 

licenses and 
1,300.83 
521.35 


9,480.78 


Total disbursements 


year. The company stated in its report 
to the Iowa Department last year that 


$123,334.82 

This company was incorporated July 7, 
1900, under the laws of the State of Iowa 
as a legal reserve life insurance company, 
and began business September 1 of that 


Character of 
Assets and 
Percentage 
Total Assets. 
1906. 
Rate % on 
Mean 
Invested. 


Average Amount 
Net 


Invested During 


Mort. loans, 
$102,417.55 54.5% 
Policy loans, 
$8,763.40 4.6% 
Prem. notes, 
$9,794.59 
Cash in banks, 
on interest, 
$41,394.48 
Other assets, 
$25.623.62 13.6% 


As shown above, nearly all of the com- 
pany’s funds are invested in mortgage 
loans which yield a fair return to the 
company. The net income on bank bal- 
ances on interest was also fair. The in- 
come upon the mean amount invested in 
policy loans and premium notes was only 
3.37 per cent., but all these loans bear 5 
per cent. interest. 


$4,434 4.65 


912 3.37 


5.2% 


22.1% 35,985 1,191 3.31 


Form of Valuation. 





The legal reserve liability or net pres- 


Supt. of Agencies... 
Cashier 


1,800.00 
1,200.00 





$9,375.00 $12,000.00 
Analysis of Gain and Loss Exhibit. 


The surplus earned during 1906 an@ 
applicable to dividends for 1907 was $2,- 
722.51. 

The company shows a loss of $39,592.- 
32 from expenses exceeding the loading, 
despite the fact that it operates upon 
the preliminary term plan, which, as 
stated above, allows an extravagant pro- 
vision for the first year expenses, Al- 
though the company gained a _ large 
amount through mortality savings, the 
release of reserves under surrendered 
policies and other sources, $44,524.53, 
its surplus increased only $2,722.51. 


Cost of New Business Compared With 
Allowances in Premiums For 
That Purpose. 
Commissions on new premiums in 1906 
aggregated $55,818.92, an average of 87.8 
per cent. on the first year’s premiums on 





life and endowment policies. To this 
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amount must be added medical fees and 
inspections, $5,588.90; other agency ex- 
penses, $1,123.63; and advances to agents, 
$1,200, making the total expenses charge- 
able to the procurement of new business 
$63,731.45. This would make the cost of 
new business 100.3 per cent. of the entire 
first year’s premiums. According to the 
figures received from this company, its 
expected death losses on all policies is- 
sued during 1906 were $16,673.28, but 
there were no death losses incurred dur- 
ing 1906 on those policies. The loading 
on first year’s premiums on policies is- 
sued in 1906 (averaging 74.8 per cent. of 
the gross premiums) amounted to $47,- 
513.63. Therefore, the percentage of cost 
of new business to the loading on first 
year’s premiums, plus first year’s mor- 
tality salvages, according to this com- 
pany’s figures, was 99.3 per cent., which 
is very extravagant. If it was rot for 
the mortality salvages shown and the 
high loading on first year’s premiums, 
the company being very fortunate in 
these respects, the percentage of cost of 
new business to these combined items 
would have been much higher. 
Surplus Earnings and Dividends. 

We have no previous scales of divi- 
dends paid by this company. However, 
the company has paid very few dividends 
up to the present time, as shown by its 
reports to the insurance departments. 
During 1906, the annual dividends paid 
amounted to only $113.56; those applied, 
$459.28. The company sent us figures il- | 
lustrating annual dividends paid in 1906, 
and annual premiums per $1,000 of in- 
surance, which are as follows: 


Premiums. Div’ds. 


Twenty Payment Life 

Policy, age 25, issued 

A eee $100.28 $13.74 
Similar policy issued 

PD siwileweeweu pha 56.20 6.74 
Twenty Payment Life 

Policy, age 35, issued 

SS vutasehsa vases 35.00 4.5 
Twenty Payment Life 

Policy, age 45, issued 

PE. BEOR selceddevadeesss 48.08 7.20 


AMERICAN TEMPERANCE LIFE IN- 


SURANCE ASSOCIATION, NEW |! 
YORK, N. Y. 
See very important report elsewhere 


herein, under heading ‘“‘Tradesmen’s Life 
Insurance Company.’’ That company was 
under the same management as_ the 
American Temperance 
two months before an application was 
made for its dissolution on the ground of 
insolvency. Very interesting facts have 


been brought out in the course of hear- | 


ings before a referee, during which the 
attorney for a number of policyholders of 


the Tradesmen’s Life questioned Frank | 


Delano, Stacey Wilson and others active 


in the management of this company who | 


operated the Tradesmen’s Life and the 
Empire Life, which also failed in 1906. 
The identity of the management of the 
American Temperance Life, the Trades- 
men’s Life and the National Security 
Company (under which corporate title 
the same people operated both life in- 
surance companies) is very clearly shown 
in the report on the Tradesmen’s Life. 


THE BANKERS LIFE ASSOCIATION, 
DES MOINES, IOWA. 
President, Edward A. Temple. 
Secretary, H. S. Nollen. 


Assets, December 31, 1906. 


Real estate owned (book 

DD. sent daseenctetacends $43,000.00 
Real estate mortgages, first 

"SS eee eee 7,816,959.03 
Interest due, $1,509.00; ac- 

crued, $190,062.34 ......... 191,571.34 
Bonds (cost value) ......... 295,770.00 
Interest due, $135.00; ac- 

crued, $2,332.34 ..... etbeos 2,467.34 
Loans to members (not ex- 

ceeding their reserves) 

guarantee notes .......... 1,397,244.31 
Interest accrued ........ wpaa 13,250.23 
Cash in banks and trust 

companies on interest..... 385,751.26 


Mortuary assessments pay- 
abie in January, 1907 136,168.00 





Total admitted assets ..$10,282,181.51 











Life until about | 


| Liabilities, December 31, 1906. 
| Death and disability claims: 
| No proofs $126,168.00 
| Resisted ...... 10,000.00 
| $136,168.00 
| Reserves: 
| Mortuary ..... $446,204.58 
| Guarantee . 5,344,551.00 
Emergency Re- 
SEEVO cccccce 4,284,632.86 
Contingent 49,826.15 


10,125,214.59 


Premiums or assessments 


| 

| paid in advance, $3,583.52; 

| trust deposits, $12,500.... 16,083.52 
| Accounts due in January, 

BD Seeevevesedcensewbusce 4,715.40 


Total liabilities ......... $10,282,181.51 


Income During 1906. 

| Gross amount paid by members: 

| Membership fees $449,991.00 
Annual dues 


(without any 


| 

a] deduction) see expense 
5 | items. 

tas year’s assessments: 

| Expenses, ....... $53,615.60 
| Mortuary .....00- 228,759.50 
| 


Se 282,375.10 
| Subsequent year’s assessments: 

Expense, $402,827.82 

Mortuary ...... 1,667,732.12 

| —————_ 2, 070,559.94 
| All other dues and fees paid 


by members ...........e0. 4,745.61 
Guarantee deposits ......... 758,580.47 
Interest and dividends: 

On mortgages ..$351,270.46 

Om: PORES vices 11,808.85 

From other 
| eS 53,921.28 
} a 417,000.59 

Total income for year .. $3,983,252.71 
Disbursements during 1906. 


| Death losses paid in full .... 
Death losses compromised 


$1,676,856.00 


(full claims, $70,000) ...... 32,088.05 
| Allowed for surrender values 
| and returned on rejected 

ee Tn ae 17,901.91 
Commissions and fees re- 

tained by or paid or al- 

lowed to agents on account 

of first year’s fees; dues 

or assessments ........... 445,787.07 





—$— 


Collection fees paid or al- 
lowed to banks ..........- 
Salaries and allowances for 
managers and agents not 
paid by commissions ...... 
Salaries of officers ......... 
Salaries and other compensa- 
tion of home office em- 
PEUFGGR cc cc ciccccesvesesss 
Medical examination fees, 
whether paid by members 
or otherwise ...........++. 
Taxes on premiums, $22, 208. - 
61; insurance taxes, licens- 
es and department fees, 
$3,548.54; municipal li- 
censes, $418.74; tax on 
fixtures, $592.92 ........... 
Rent 
Furniture, $5,654.63; legal ex- 
penses, $183.50; advertising 
and printing, $14,962,83 
Other disbursements: Sta- 
tionery, $1,942.43; postage, 
$28,529.69; telegrams, $127.- 
69; traveling expenses, $3,- 
922.43; express and freight, 
$1,086.49; blank books, 
$456.56; expense loans, $7,- 
116,41; inspection of risks, 
$4,341.62; all other items, 
$2,846.73 


68,656.62 


10,000.00 
26,200.00 


48,350.43 


70,207.74 


26,768.81 
7,914.04 


20,800.96 


50,370.05 





Total disbursements .... $2,501,901.68 
The foregoing statement was sent to 
us by this association April 22, 1907. We 
have received so many inquiries regard- 
ing the company that we present its 
statement in full. 

The plan of this association is fully 
described in our 1906 volume of Life 
Insurance Reports. 

On March 14, 1907, the association ad- 
vised us that the current cost of the in- 
surance is collected from the certificate 
holders by quarterly payments in Jan- 
uary, April, July and October each year. 
It stated that its plan of operation has 
not been changed since organization in 
1879. The association further stated 
that its reserve fund, which amounted to 
$4,284,632.86 on January 1, 1907, had in- 
creased during the year 1906 about $580,- 
000. This is one of the strongest fea- 
tures of the association. Besides this 
emergency reserve, it maintains a mor- 
tuary reserve of $446,204.58; a guarantee 
reserve of $5,344,551, and a contingent 
reserve of $49,826.15. 

The directors are elected by the mem- 
bers and notices of election annually 
sent. No proxies are contained in the ap- 
plication. 

The following is quoted from the letter 
received by us on March 16 from the 














association: 

| “No officer, agent or member has any 
| proprietary or preferred interest in the 
| association; nor has anyone received the 
expense funds as a consideration for 
money advanced for guarantee of pay- 
ment of expenses. Only one form of 
certificate is issued which provides for 
life insurance, renewable by quarterly 
payments. The association pays no divi- 
dends nor does it grant loans upon cer- 
tificates. All claims which are ready for 
adjustment had been paid on December 
31, 1906. There were no unpaid claims 
that were proven and ready for settle- 
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ment. The association has not, during 
the past, nor any other year, collected 
any extra assessments for calls, and the 
amount required during the year 1907 
was no greater than it was in the year 
a have had numerous inquiries lately 
upon the subject of this association’s set- 
tlement of claims. 

We have on file a copy of a letter 
written by J. L. Pierce, Insurance Dep- 
uty of the State of Nebraska, to a gentle- 
man at Cleveland, Ohio, in which he 
says: “This Department has never made 
any demand for a list of compromised 
claims of this company, but the company 
has always for years given in its an- 
nual statement a list of such compro- 
mised claims. This same list has been 
furnished by the said company to all 
state departments. A paper published in 
Indianapolis is making a cowardly at- 
tack upon this company and undoubtedly 
the list you refer to comes from that 
paper. The Bankers Life Association of 
Des Moines has a perfect right, under its 
law, to resist fraudulent claims, and it 
does the same as other companies do, 
compromises many claims rather than to 
have a law-suit. I do not believe that 
this company’s percentage of contested 
claims is any greater than that of any 
other similar company doing the same 
amount of business. The standing of the 
company in question is good with this 
Department.” 

We also have on hand a letter dated 
December 22, 1906, written by one of the 
leading attorneys of Des Moines, in which 
he condemns in strong terms the author 
of such an article as referred to in the 
above letter of the Insurance Deputy of 
Nebraska. 

On May 12, 1906, a circular was issued 
by the Bankers Life Association which 
was headed “‘Be just and fear not.’’ This 
circular took up the subject of com- 
promised claims, and it sets forth that 
the Bankers Life Association is an asso- 
ciation to insure men of the best char- 
acter against the loss caused by death 
at the lowest possible cost. It states 
“To do that successfully it must refuse 
men who could only be safely insured at 
a high cost, and must limit the risks it 
insures against, more carefully than 
need be done when a high premium is 
charged.”” The circular goes on to say: 
“Because of these limitations, some 
deaths occur from causes which are not 
insured against, upon which the claims 
cannot be paid....... It has paid over 
twelve millions of dollars for death losses. 
By taking its reports for a large term 
of years, there has been found claims to 
the amount of $450,000, which have been 
compromised. This is less than 4 per 
cent. of the claims dealt with.” 

The contracts issued by the association 
are very strict in their terms, which 
should be carefully studied by the policy- 
holder, to avoid misunderstanding. 

On June 16, 1906, the association was 
examined by Actuary F. S. Withington 
for the State of Iowa. Time and space 
Prevents us from saying very much about 
this examination, but in justice to the 
association, we will state that it is a 
very favorable report, and clearly demon- 
Strates that this association is one of the 





best and most conservatively managed in 
the United States—in fact we believe it 
to be the best of the assessment compa- 
nies. It remains, however, an assess- 
ment company, with all which that im- 
plies. In other words, there is no abso- 
lute guaranty that the cost of insurance 
in the company will not increase later on. 
However, its reputation is very good, and 
we have confidence in the good faith of 
the management. The only possible ob- 
jection to it is the assessment feature. 

Referring to the reserve accumulated 
by the association, we quote the follow- 
ing from the examination spoken (of 
above: ‘‘While the reserve accumulated 
by the association is not sufficient, on 
standards usually accepted as adequate, 
to prevent future increase over the cur- 
rent cost of the insurance........ ow- 
ing to the rigid economy in the manage- 
ment of the association and the extreme 
care exercised in the selection of new 
risks, this fund has not’ yet been 
trenched upon, but is, on the contrary, 
being added to each year.” 

Referring to the subject of compro- 
mised claims, the report says: ‘“‘An ex- 
amination of the proofs of death and the 
applications, show the same care in the se- 


medical director, C. A. VanVelzer, all of 
Fort Scott, Kansas. 

The incorporators are the above and 
Robert S. Tiernan. 





CENTRAL LIFE SECURITIES COM- 
PANY, CHICAGO, ILLINOIS. 
The Central Life Securities Company 
was incorporated under the laws of 
Maine February 20, 1906, with an autho- 

rized capital of $2,500,000. 

From a sworn statement of the presi- 
dent to the Secretary of State under date 
of May 19, 1906, the following are officers 
and directors of the company: 

President, Birch F. Rhodus, 171 La 
Salle street, Chicago, Ill; treasurer, Al- 
bert Lineaweaver, 171 La Salle street, 
Chicago, Ill.; clerk, C. L. Andrews, 249 
Water street, Augusta, Maine. 

Directors: Thomas Rhodus, 
til.; Birch F. Rhodus, Chicago, 
F. Rhodus, Chicago, IIL; 


Chicago, 
i.: 2B. 
H. T. Shafer, 


Chicago, Ill.; Albert Lineaweaver, Chi- 
cago, Ill. 

One of our correspondents writes, “It 
is rather a secretive institution...... and 


is intended to be the holding and agency 
company of the proposed Republic Life 


ante eas KARAM 


Insurance Company, enna . ° 
lection of risks indicated by the figures” e organizers are the Rhodus Broth- 


in the preceding statement. The same 
examination proved that all unques- 
tioned claims are adjusted and paid with 
great promptness. 

“The association, in common with 
others organized on the same plan, is 
obliged to report in detail a list of claims 
compromised, a requirement not made of 
legal reserve companies....... 

“While the association has enforced 
strictly the provisions of its policy con- 
tracts, it seems to have been just in the 
treatment of individual policyholders.” 


CAPITOL LIFE INSURANCE COMPANY 
OF THE UNITED STATES, WASH- 
INGTON, D. C. 

See report upon this company in our 

February issue, page 56. 

_ Under date of April 27, the Superin- 

tendent of Insurance of the District of 

Columbia advised us that further inves- 

tigation showed the amount of paid-in 

capital of this company to be about $70,- 

000 instead of $100,000 as previously re- 

ported. 


THE CENTRAL LIFE INSURANCE 
COMPANY, FORT SCOTT, KANSAS. 
This company was incorporated un- 

der the laws of Kansas, November 26, 

1906, and began business April 1, 1907. 

It has no authorized capital being a 

mutual company, but it advised us that 

it had a paid-in surplus of $250,000. It 
will operate upon the legal reserve plan 
using 3% per cent. basis of valuation. 

Messers. Tierman & Stout, who are 
actively connected with the company are 
experienced insurance men, and the com- 
pany stated that they produced nearly 
$40,000,000 paid for business for the Chi- 
cago Life in thirty-three months. Robert 
S. Tierman will be agency manager for 
the company. 

The officers are: President, Grant 
Hornaday, banker; vice-president, C. C. 
Nelson, banker; secretary, H. L. Stout, 
liie insurance; lawyer, W. W. Padgett; 


ers, who organized and ran the Western 
Mutual Life Insurance Company until 
it was absorbed by the Illinois Life In- 
surance Company.” 

These Rhodus brothers are live insur- 
ance men with a fair amount of expe- 
rience and are regarded as being unusual- 
ly shrewd and able without assistance to 
fully protect their own interests. 

Another correspondent writes that a 
broker stated, “‘The stock is being sold 
by the Rhodus brothers, par value of 
$10 for $12 per share, and that the com- 
mission for selling is $3.00 per share.” 
The broker also advised our correspond- 
ent that the company was using every- 
body that could be obtained or pressed 
into service for the selling of the stock, 
and that he did dispose of some of it 
himself, but concluded it was necessary 
for him to withdraw from the work, and 
this he did one month ago. 

The Western Mutual spoken of above, 
which reinsured in the Illinois Life In- 
surance Company, was an assessment 
association which was not looked upon 
with favor. The reinsurance took place 
during 1901. 

The Insurance Superintendent of [Il- 
linois advised us on April 11 that a char- 
ter has been filed in the department for 
the organization of the Republic Life, 
but no further steps have been taken in 
the department toward qualifying the 
company to do business. 


COMMERCIAL LIFE INSURANCE 
COMPANY, CHICAGO, ILL. 

This company was incorporoated under 
the laws of Illinois on January 31, 1907, 
and began business the same date. Its 
authorized capital is $100,000, which has 
been fully subscribed and paid in in 
cash. The company has no paid-in sur- 
plus. It will transact a life insurance 
business on the legal reserve plan. 

According to ‘‘The Chronicle” of March 
28, the company has an agency company 
connected with it which has been selling 
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stock at $15 a share, par value of which 


is $10. 


The incorporators of the company are 
as follows: 
renforth, J. E. Gorman, E. J. Henry, F. 
A. Kauffman, G. F. Lydston, J. B. Moul- 
ton, Geo. H. Smith, and H. W. Strickler. 

The company has not responded to any 
of our requests for information regarding 
its operations. 


DECATUR LIFE ASSOCIATION, DE- 
CATUR, ILL. 

This association was organized under 
the fraternal laws of Illinois, was incorpo- 
rated March 27, 1907, and began business 
April 16, 1907. It will transact life, ac- 


cident and health insurance on the fra- | 
The association advised us | 


ternal plan. 
that the president, J. A. Bishop, has had 
several years experience in fraternal in- 
surance work. 

No medical examination is required, the 
only cost to become a member being 
the policy fee of $1.00. 
are payable weekly, semi-annually 
or. annually as the insured desires. The 
policy issued also becomes an endow- 
ment at age seventy. We give below 
the annual rates at a few specified ages 
per $1,000 of insurance, on the life, sick 
and accident benefit policy with endow- 
ment at age seventy. It must be re- 
membered that additional assessments 
may be levied if necessary, so that the 
endowment feature cannot be guaranteed 
and is of little value. 


Annual 

Ages. Premium. 
ae | Serer ree $16 
Be OD Bees ceopbesccccccccececs 20 
et SP ie aoe eedtaccoconsccpaée 24 
er ere ee 28 
Se Ue Mine swedeees eesenseccees 2 
PPC MR cnscetvownnesverdopae 40 
i Et bn hnevieeswecnewnswe é 50 
Me. MEP MIN cp 06h bree ee cir nsevees 60 

From the ages 55 to 60 the ‘“‘endow- 


ment” is not paid until twenty years 
from the date of the policy. 

The accident benefits are as follows: 

Ten per cent. of policy for broken 
arm, leg, rib or collar bone; 20 per cent. 
for loss of foot, hand or eye; 40 per cent. 
for loss of both feet or hands; 60 per 
cent. for loss of both eyes; 20 per cent. 
down and 5 per cent. each month until 
fully paid, in case of complete and total 
disability. 

For sickness which 


shall completely 


disable the member for a period of two | 


full weeks or more, and where the mem- 
ber requires medical attention, there 
will be paid the amount of one per cent. 
of the policy for each week of disability, 
beginning after the first full week and 
continuing for ten weeks or such a part 
thereof as the member is totally dis- 
abled. 

Policies are issued upon 
plan from $100 to $1,000. 

The association also offers a _ policy 
which provides for life and accident bene- 
fits only, providing for ‘‘endowment’’ at 


the above 


age seventy with a lower rate than that | 


given above for the full benefit policy. 


These rates range from $13 per $1,000 for | 
the ages 15 to 25, to $50 per $1,000 for the 


ages 55 to 60. The accident benefits pay- 


able under this form are the same as 


Geo. A. Chritton, W. H. Dy- | 


The assessments | 


those given above upon the full benefit 
policy, and the policies written under this 
|} plan range from $250 to $2,000. 

The benefit certificate issued by this as- 
sociation states that the member is en- 
titled to all the benefits’ and privileges 
| of the association while in good standing, 
|}and the amount paid as death benefit 
| shall not exceed the face value of the 
| certificate. The provisions are as fol- 
lows: 

Should the member die during the first 
six months of membership, the bene- 
| ficiary receives a sum not to exceed one- 
fourth of the face value. In case of 
death during the second six months of 
| membership, the sum paid shall not ex- 
ceed one-half the. face value. 

The application for membership is re- 
| ferred to and made a part of the certifi- 
cate and must be true in all respects 
| and shall be held to be a strict warranty 
and to form the basis, together with the 
constitution and by-laws of the associa- 
tion, upon which the certificate is is- 
sued. It is provided, further, that all 
the conditions contained in the certifi- 
eate and the constitution and by-laws of 
the association as they now exist or 
may be hereafter modified, amended or 
enacted shall be fully complied with by 
the member. 

It is provided that all payments for ac- 
cident or sick benefits shall be considered 
as advance payments on the face value 
of the certificate and partial payments 
of the same, and are charged against and 
deducted from the face value of the cer- 
tificate in case of death of the member 
to whom the certificate is issued. The 
balance only after such partial pay- 
ments have been deducted, shall be the 
full amount due the beneficiary. 

The officers are: President, J. A. 
Bishop; treasurer, Geo. S. Connard; sec- 
retary, Alva M. Johnson; and medical di- 
rector, N. L. Bourne. 

The incorporators are: W. P. Ander- 
son, vice-president, bank; J. A. Bishop, 
insurance; N. L. Bourne, M.D.; Geo. S. 
|Connard, bank cashier; M. P. Parrish, 
M.D., surgeon Wabash? R. R.; J. A. 
Strimple, manager Armour & Co.; C. J. 
Vandevruter, president National Pho- 
tographers Association; A. F. Wilhelmy, 
M.D., surgeon and physician, all of De- 
catur; and C. N. Carson, sup. sec. Fra- 
ternal Reserve Life Association of Peoria, 
Il. 





ECONOMIC LIFE INSURANCE COM- 
PANY, PHILADELPHIA, PA. 
The Insurance Commissioner of Dela- 
ware advised us on April 3, 1907, that 
| this company was incorperated under the 
laws of Delaware, November 27, 1906, 
and began business February 1, 1907, with 
$100,000 capital subscribed and paid in 
in cash, together with $3,402.28 surplus. 
The company had previously furnished 
us a statement showing total assets of 
$103,402.28, which agrees with the In- 
surance Commissioner’s report to us. 
| This statement was as follows: 
Assets. 





Company (organization ac.).. 178 
Investment securities ......... 36,170.33 
Add. for 5 per cent. of $100,- 

000 of capital stock deposited 

with Insurance Commission- 

Pv ctniacdateeveednebiees aes 5,000.09 
ee 
$103,152.28 

Cash on hand, not deposited.. 250.00 
ee 
$103,402.98 


The company is operating from offices 
in the Pennsylvania Building in Phila. 
delphia, although incorporated under the 
laws of Delaware. 

The officers of the company are shown 
by its letter-head to be as follows: Presi. 
dent, William W. Ruley; vice-president, 
William M. Longstreth; secretary, Lewis 
A. Smith; treasurer, Barton F. Blake; 
medical director, Dr. Alfred C. Wood; 
agency manager, Leon R. Bonta; general 
counsel, Judge Wm. W. Porter; consult- 
ing actuary, David Parks Fackler. 

The company plans to write non-par- 
ticipating policies exclusively, and at the 
lowest rates consistent with safety. Its 
authorized capital is $500,000. The pros- 
pectus of the company states that the 
shares are $10 each and the capital is 
to be sold so as to produce a large sur- 
plus. It also states that “ten thousand 
shares of this capital stock have been 
subscribed and paid for in cash in Phila- 
delphia, New York, Baltimore, Washing- 
ton, Scranton and adjacent points.” This 
is the $100,000 capital already paid in, 
we understand at $11 per share, furnish- 
ing $10,000 surplus, which was sufficient 
to cover the organization expenses and 
leave the small surplus ($3,402.28) re- 
ferred to above. The remaining stock is 
to be sold at increasing rates of premium 
beginning at $13 per share and gradually 
increasing to $21 per share. If this plan 
is carried out, the entire capital stock of 
$500,000 will be sold at a premium of 
$305,000. 

It is clear from the prospectus that the 
company relies upon the “stock with 
policy’? scheme to dispose of the treasury 
stock and to obtain a considerable vol- 
ume of business; although the prospectus 
says: ‘“‘The company does not rely on 
the sale of stock to produce business, 
but upon the merits of its low premium 
rates and correct methods. However, the 
acquisition of this stock should induce 
holders to take insurance from their own 
company, and do all that is reasonable 
and consistent in securing business in 
their community.” 

As an inducement to investors, the 
prospectus gives the following estimate 
of earnings: 

“To indicate the possibilities of earn 
ings upon this stock, refer to the actual 
experience and statements of all well 
managed companies, and also submit be- 
low a brief and conservative estimate of 
the probable receipts, expenditures, and 
earnings of this company during the first 
three years: : 

Estimated Receipts. 
First Year. 
Estimated insurance, $10,000,000 





| Balance in Franklin National 
[CE tpeseemecavedeeeees seemed $23,150.50 

| Balance in Equitable Trust 
SID. = ua soa cao oes ste whan 38,829.67 

Balance in Equitable Trust 





Expense loading on _ insurance 
WE i andes fone ccanenbeeeean . $40,008 

SR. CONN... 4c sv enwigceaakvn . 265,250 

Estimated interest on capital, 
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surplus and premium 


eee ee eens 


Available for expense first 
See eee ee $370,250 
Estimated expenditures 80,000 


Surplus end of first year ....$290,250 
Second Year. 

MMII ooo vccsccvereiscccceceecs $290,250 

Expense loading on insurance in 

force, less 10 per cent. lapse.. 

Expense loading on new business, 


36,000 
50,000 


Estimated interest on _ capital, 
surplus and premiums ......... 35,000 
Estimated mortality savings..... 


86,000 


Available for expense second 


YORT ccccccccccccessceccccsess $497,250 
Expenses ......-seeeeeeees $90,000 
Renewal commissions at 
BMOE CONE, cecccesecescces 9,000 99,000 


Surplus end of second year. .$398,250 
Third Year. 2 
een $398,250 
Expense loading on insurance in 
force, less 10 per cent. lapse... 
Estimated loading on new busi- 


77,400 


BE in Mode x pNiedtees4-0 Kee wer ee 60,000 
Estimated interest on _ capital, 

surplus and premiums ......... 40,000 
Estimated mortality savings ..... 103,050 


Available for expense third 


BE Ga nie hav ee Weeds Sousa Habe $678,700 
reer eer ee $100,000 
Renewal commissions at 

BEE OCNE. 60. ccnccccsccs 19,350 119,350 
Surplus end of third year ...$559,350 


*“After deducting $39,750 for expense 
of selling stock in connection with insur- 
ance, which amount will practically double 
the fund allowed for e establishment 
and expense of agencies in the first 
year.” 


“The above indicates at the end of 
the third year a surplus of $559,350, and 
if the surplus from the sale of stock be 
deducted, the amount applicable to divi- 
dends will be $294,100, or an average an- 
nual earning of about 20 per cent. on the 
capital of $500,000. In the third year, 
however, the actual net earnings would 
be $161,100, or 32.2 per cent. on the capi- 
tal. 

“Note A.—The assumed volume of busi- 
hess: $10,000,000 the first year; $12,500,- 
000 the second year; and $15,000,000 the 
third year, is less than several other com- 
panies have obtained, and it must be 
also considered that the aggregate of 
$37,500,000 in three years is only equal 
to about $18,000,000 of higher priced in- 
Surance from the standpoint of premium 
cost, 

“Note B—Interest computations on the 
above illustrations are at the rate of 
four per cent. (4%) per annum for the 
average time. 

“Note C—The mortality savings above 
estimated are much less than companies 
have actually realized; and the estimated 
expenses are believed to be ample to 
conduct the business along the lines pro- 

In our opinion these estimates are im- 
Possible of realization, and decidedly 
Misleading for that reason. The volume 





| Prospectus before us, 


of business which it is estimated the 
company can obtain is little short of 
preposterous. 

So far as we know, the most rapid gain 
in insurance in force secured by a new 
company in recent years amounted to 
about $40,000,000 at the end of five years of 
work. This record was made by a Boston 
company which admits that this busi- 
ness cost it about $2,500,000. This com- 
pany expects to secure nearly as large 
a volume of business in three years, and 
at the same time to earn nearly $300,000 
profits, which can then be distributed as 
dividends. 

Furthermore, the cormpany includeS in 
its prospectus, a schedule of rates on 10- 
year, 15-year and 20-year term policies 
which are extremely low. The allowance 
for expenses in such premiums is cor- 
respondingly small, and the cost of ob- 
taining business must, therefore, be met 
from other source than the expense load- 
ing in the premiums. This makes still 
more remote, the possibility of any sur- 
plus being earned in the early years of 
the company’s existence. 

There are some good features in the 
which, however, 
are overshadowed by the glaringly exces- 
sive estimates of possible profits. 


KENTUCKY INTER-SOUTHERN LIFE 
INSURANCE COMPANY, LOUIS- 
VILLE, KENTUCKY. 

This company was incorporated under 
the laws of Kentucky. Articles of incor- 
poration were approved June 2, 1906, and 
the organization was effected April 1, 
1907, at which time it began business. 
Its authorized capital is $250,000, which 
has all been subscribed and $120,502.50 
has been paid inin cash and notes. The 
company has no paid-in surplus. It has 
deposited $100,000 with the State Treas- 
urer and will transact non-participating 
life insurance business. 

On December 3, 1906, we were advised 
that the following gentlemen were the 
incorporators of the company: 

Jno. G. Cecil, Wm. C. Chase, William 
D. Current, W. J. Day, Jas. S. Escott, 
Samuel W. Green, John H. Leathers, 
David Meriwether, Percival Moore, A. B. 
Lipscomb, W. J. Semonin, J. A. Stewart, 
John Stites, L. L. Warren, Bennett H. 
Young, all of Louisville, Ky.; T. L. Ede- 
len, Chas. E. Hoge, of Frankfort; Denis 
Dundon, P. I. McCarthy, of Paris; 
George R. Hunt,W. K. Massie, of Lexing- 


Henderson; Wilfred Carico, H. K. Cole, 
J. Ed. Guenther, Phil. T. Watkins, of 
Owensboro; Albert S. Berry, of New- 
port; J. W. Cammack, June W. Gayle, of 
Owenton; Chas. L. Daughtey, A. T. 
McCormack, of Bowling Green; J. Wheel- 
er Campbell, S. B. Hughes, Ed. P. Noble, 
H. C. Overbey, of Paducah; and Chas. 
P. Cecil, of Danville, Ky. 

The following are the officers: Presi- 
dent, John H. Leathers; secretary and 
treasurer, H. K. Cole; general manager 
C. W. Dorsey; medical director, John G. 
Cecil; general counsel, Bennet H. Young; 
agency director, W. D. Current; ist vice- 
president, Ben. T. Head; 2nd vice-presi- 
dent, Chas. E. Dallam; 38rd vice-presi- 
dent, J. A. Donaldson; 4th vice-president 





ton; Chas. E. Dallam, J. L. Dorsey, of | 


NEW ENGLAND COMMERCIAL TRAV- 
ELERS’ ASSOCIATION, BOSTON, 
MASS. 

This association was incorporated Oc- 
tober 15, 1877. 

We have been advised by the Insurance 
Department of Massachusetts that Guy 
Murchie was appointed receiver of the 
society on April 12, 1907. The Insurance 
Commissioner stated that it was not in 
an insolvént condition, but owing to the 
heavy assessments made upon the mem- 
bers of late, it was though best to close 
it up. The society has upwards of $30,- 
000 for distribution. 

On December 31, 1905, the association 
had admitted assets of $1,002 and liabili- 
ties of $13. Its unmatured death claims 
amounted to $100 and unmatured disa- 
bility claims, as estimated by the Insur- 
ance Department, amounted to $3,739. 
The income during 1905 was a little over 
$23,000, and the expenditures were almost 
$26,000. There were 18 deaths during 
1905. The total membership was 2,895 at 
the end of that year. 

The above showing clearly demon- 
strates that the society was in a pre- 
earious condition, and it was much better 
for it to quit business and distribute 
whatever money it had on hand than to 
go on collecting the heavy assessments 
which would have been necessary if it 
continued. 


SECURITY LIFE AND ANNUITY COM- 
PANY OF AMERICA, RICHMOND, 
VA. e 

Principal office, Majestic Building, Chi- 

cago, Ill. 

Resume of Annual Statement For Year 
ending December 31, 1906. 
Capital stock paid up in cash. .$188,650.00 

Amount of ledger assets, Dec. 


Bio, SHEE. acd cnabuenawsghevessas 518,162.07 
Increase of paid-up capital dur- 
TE GG WOO cco vceicw dsweseys 23,100.00 


Surplus paid in by stockholders, 37,482.00 


$578,744.07 
The total first year premium receipts 
were $93,505.70; renewal premiums 


amounted to $250,634.52. It will be seen 
that the new premiums were much less 
than those received during 1905. There 
was a large gain, however, in the re- 
newal premiums received. The interest 


earnings amounted to $17,664.19. The 
company shows an income on “Stock 
| Options’ which amounted to $593.07. 


Another item of income which we might 
mention is ‘Correction in advance divi- 
dend loans,” $4,512.50. The total income 
for the year was $368,149.06, as against 
$386,339.58 for 1905. 

The total death and endowment claims 
aggregated $36,996.18. The company paid 
surrender values in cash amounting to 
$44,823.11, which was almost double the 
amount paid during 1905. Policyholders 
holding Board Contracts received in cash 
$9,408.82. No dividends were paid. 

It is unnecessary for us to comment 
upon “‘Board Contracts” as the scheme is 
fully described in the preface to our 1906 
book. ‘“‘Commissions and bonuses to 
agents’’ amounted to $65,183.38. ‘“Sala- 
ries and allowances for agencies, includ- 
ing managers, agents and clerks’’ aggre- 











and general manager, C. W. Dorsey. 


gated $8,575.51. “All other agency ex- 
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penses’’ aggregated $23,567.81. ‘‘Medical Number. Amount. statement. 


fees and inspections’ amounted to $5,996.- 
62. 

It will be seen by the above figures 
that the expenses of obtaining business 
were high. However, we are not advised 
exactly how much was chargeable to the 
procurement of new business. 

The company’s gain and loss exhibit 
shows that the “loss in surplus from in- 
surance expenses exceeding the loading 
on actual premiums” was $90,623.12. 

Salaries of officers and home office 
employes aggregated $36,336.94. The to- 
tal expenses for the year aggregated 
$284,921.87. 

It will be noted that although the in- 
come for 1906 was less than that for 
1905, the disbursements exceeded those 
for 1905 by over $19,000. 

The total admitted assets of this com- 
pany amounted to $666,381.83, as against 
$518,286.64 at the end of 1905. The com- 
pany invested part of its increase of as- 
sets in mortgage loans, which amounted 
to $44,000, as against $14,950 for the pre- 
vious year. The book value of bonds 
amounted to $245,726.06, as against $175,- 
740. The net income for the year on 
these bonds amounted to $7,515.65 or 3.6 
per cent. on the investment. The loans 
on company’s policies described as ‘‘Col- 
lateral and premium notes on policies 
“in force” aggregated $20,242.51. This is 
a comparatively small amount, especial- 
ly when we note that the company gives 
as income from “Interest on premium 
notes, policy loans or liens,’’ $7,970.20. 
However, the item of $225,871.10 “Ad- 
vanced dividend loans’ is shown among 
the assets, and itis possible that part 
of the above mentioned interest may be 
derived from this item. The amount of 
interest accrued on mortgages is given as 
$791.67 and on bonds, $1,497.73; on col- 
lateral loans, $125; and on premium notes, 
loans or liens, $200. The total outstand- 


ing and deferred premiums were }347,- 
144.71, as against $31,473.15 at the end 
of 1905. 

The statement shows the following 
to be not-admitted assets: “Premium 
notes or loans on policies and net pre- 
miums in excess of the value of their 
policies,’’ $3,711.39; book value of bonds, 
over market value, $2,756.06. 

The legal reserve liability on Decem- 
ber 31, 1906, which is valued upon the 


Actuaries 4 per cent. and American 3% 
per cent. tables, amounted to $428,547, 
being an increase over the previous year 


of $84,939. Resisted claims amounted to 
$3,000. The paid-up capital stock was 
shown to be $188,650, and the general 
surplus amounted to $38,847.64. 

Below will be found the “Exhibit of 
Policies’ as taken from the statement. 


All Business Written. Number. Amount. 


Policies in force Dec. 31, 


BGR hacccddwetewacsaewsdehee CRO, 3ET.406 
Policies issued, revived, 
changed and increased 


during the year....... 1,371 





Totals 4,550 $14,637,215 


Deduct policies which 
have ceased to in 
force during the year.. 


be 





|}end of 1905. 


| 1905. 


By death .. 16 $45,500 
By sur’der.. 48 163,500 
By lapse ..856 2,718,737 
By change 
and de- 
crease - 12 52,500 
Not taken....298 892,000 
Totals ..ccccccnsecss 1,230 


$3,872,237 


Total policies in force 


at end of year 1906, 3,320 $10,764,978 
| Re a 82 $490,000 
The company’s total gains in surplus 


amounted to $139,044 and the total losses 
of surplus were $108,280.16, showing a 
net increase in surplus of $30,763.84. 


STATE MUTUAL LIFE INSURANCE 
COMPANY, ROME, GA. 


The total admitted assets of this com- 
pany on December 31, 1906, amounted to 
$577,445.49, as against $296,381.91:on De- 
cember 31, 1905. Part of this increase 
was invested on mortgage loans, 
are shown by the statement to amount 
to $91,492.23, as against $27,095 at the 
end of 1905. Bonds owned amounted to 
$123,232.26, as against $113,653.78. Loans 
on policies within their reserves in- 
creased greatly, i.e. from $47,623.27 on 
December 31, 1905, to $189,222.84 at the 
end of 1906. The market value of real 
estate is shown to be $23,816.12, the book 
value being $20,316.12. 

The net reserve of the company on 
December 31, 1906, amounted to $431,- 
303.42, as against $161,427 on December 
31, 1905. The surplus is shown to be 
$128,279.52, as against $119,720.35 at the 
The premium receipts were 
$982,408.37, of which $781,043.95 were first 
year premiums and $201,364.42 renewal 
premiums. 


Referring to the statement as of De- | ing 1906. This was. 


cember 31, 1905, it will be seen that the 


which | 


This is another point we wi 
inquire into, and comment upon in a lat * 
report. The net income from polig’ 
loans and premium notes was $8,192. 
or 6.6 per cent. on the mean amount in. 
vested. 

The total disbursements for the yegp 
aggregated $795,058.81, as against $148,. 
662.29 for 1905. 

The company paid out in death Claims 
$39,800. Statement shows that $4,494. 
30 was applied as dividends to policy. 
holders. Commissions and bonuses 9, 
first year’s premiums aggregated $602. 
137.79 or 77 per cent. This is high. 

The company values on the full pre. 
liminary term plan which, as we hay 
often stated, provides an extravagant 
provision for cost of new business. 

The company claims that its total ex. 
penses chargeable to the procurement of 
new business amounted to $683,531.65 
which is 87% per cent. of the first year’s 
premiums. Salaries and all other com- 
pensation of officers, directors, trustegs 
and employees, according to the com 
pany’s statement, aggregated $29,060.7), 
Advertising, printing, stationery ani 
| postage cost the company $17,369. 
|| According to the company’s Gain and 
Loss Statement, its mortality salvages 
were $95,376.84. This is on death logse 
which occurred during 1906 on policies 
issued during that year. The total gain 
from actual mortality being less than 
the expected mortality is shown to hay 
been $96,750.36. The loss from loading’ 
on new and renewal premiums being lew 
than expenses chargeable to those pre 
miums is stated to have been $56,55 
A loss of $18,895.11 is shown as ‘‘Increasg| 
in outstanding agency balances.”’ otal 
gains amounted to $105,578.05, and the 
total losses were $96,926.96, the difference 
being increase in surplus during the <= 
of $8,651.09. 

This company has secured a large we 
ume of business in a comparatively short 
time. As shown above, its business im 
creased with extraordinary rapidity dur 

accomplished—largely 





the use of the “Board Contract’-plan, 


volume of business increased very greatly | the objections to which we fully explained 


during 1906, as the total premium re- 
ceipts for 1905 amounted to only $168,- 
185.87. 
renewal premiums for 1906 were greater 
than the entire premium 
We have had no explanation for 
this up to the present writing. The in- 


| terest earnings amounted to $24,673.46, 


4,279,741 | 


| 
| 
| 


as against $9,979.27 for 1905. The total 
income for the year amounted to $1,- 
008,052.27, as against $262,172.91 for 1905. 
The mortgage loans show a net income 


of $9,677. The company derived 5.1 per 
cent. net from its real estate, figuring 
upon the mean amount invested. The 


bonds were not very remunerative, yield- 


ing but 1.9 per cent. upon the mean | 
amount invested; but because of the | 
very rapid growth of the company, it is 


impossible to estimate its 


earnings in the usual way. The com- 


pany states that its income on collateral | 
while the | 


loans amounted to $2,549.21, 
amount shown in its assets as “Loans on 
collateral security’’ is but $12,000 on 
Dec. 31, 1906, and at the end of 1905 no 
item of collateral loans was shown in its 


It will be noticed also that the | 


income for | 


investment | 


|in the preface to our 1906 volume, from 


| which we quote as follows: 
“The scheme consists of inducing a cet- 
| tain number to insure by means of mak 
ing them members of a “‘board’’ or group 
| of persons who have done likewise, and ® 
whom in the aggregate is to be givel 
some special advantage, in proportion ® 
the business done, insurance in force & 
premiums collected by the compaly 
everywhere or within a specified term 
tory. Once filled, the “board” is not ® 
be enlarged nor vacancies caused Wf 
death or lapse to be filled, so that great 
hopes of fabulous gains, because of d 
minished members, are held out. 
“These contracts have always been dis 


appointing. They are invariably sold 
|by means of impossible estimates. ff 
|many states they are prohibited. The 


|companies that offer them are in most 
cases weak and otherwise undesirable” 

These schemes have been most thor 
|oughly exploited by some of the Indian 
| companies, which were severely 


sco 


| by the special committee which inves 
companies 


|gated all the Indiana last 
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year. Full particulars will be found in | pay the expenses of the insurance com- | was filed. Four days later a circular let- 


our November issue, pages four to eight 
inclusive. 

The Indiana Committee secured a large 
amount of information regarding the 
estimates of profits held out as a lure 
for the obtainment of new ousiness, and 
the profits actually realized, which in 
every case were only a fraction of the 
estimates. 

Commenting further upon the effect of 
“Board Contract” and other ‘Special 
Contract” schemes, the Indiana Commit- 
tee said: 

“We think it is apparent from the fore- 
going data and detailed descriptions that 
the Indiana companies have, in their 
anxiety to secure business, issued a large 
number of contracts carrying extraordin- 
ary obligations which will, as time goes 
on, make a more and more embarrassing 
draft upon the fund which the compa- 
nies could otherwise legitimately save to 
surplus. It is apparent that the cost of 
these contracts increases as the amount 
of business written within the specified 
time accumulates, and as the issue of 
special contracts are written to their full 
limit. That some of the companies ap- 
preciate the great draft which is to be 
made upon their resources by this class 
of business is shown by the strenuous ef- 
forts being made to substitute different 
contracts for them at any reasonable cost. 
It is evident that the companies in their 
early anxiety to make a large showing of 
business failed to anticipate the inevitable 
mathematical results of these contracts. 

“They may apologize for and explain 
them as they will, but the fact remains 
that the estimates upon which they were 
sold were absolutely impossible of ful- 
fillment to the policyholder, thereby 
bringing to him year after year disap- 
pointing results, while, on the other 
hand, the unfair advantage actually se- 
cured to the holders of special contracts 
will accumulate to such amounts as will, 
from year to year, embarrass and dis- 
credit the business and methods of the 
companies. It is only the proverbial 
‘reaping of the whirlwind.’ ”’ 


TRADESMEN’S LIFE INSURANCE 
COMPANY, NEW YORK, N. Y. 


A majority of the directors of this in- 
stitution filed a petition on March 5, 
1906, asking that the concern be dis- 
solved on the ground of insolvency. On 
March 7, 1906, Hon. Samuel Greenbaum 
appointed Richard Ely, Esq., referee, ‘‘to 
hear and report upon the allegations of 
said petition,’ which was signed by 
Ephraim S. Johnson, Albert E. Mabee 
and George Merrill. Many hearings took 
Place before the referee, and Mary Grace 
Quackenbos, an attorney-at-law, ap- 


eared for a number of members in op- 


positon to the application. A very in- 
teresting situation was developed by the 
Sworn testimony taken during the course 
of these hearings. It was shown that on 
January 28, 1892, an agreement was en- 
tered into between the Tradesmen’s Life 
Insurance Company—then known as the 
Jewelers’ and Tradesmen’s Company— 
and the National Security Company, by 
which the latter company undertook to 





pany and carry on its work for a per- 
centage of the total income, which per- 
centage, according to the agreement, was 
to be fixed by the executive committees 
of the insurance company and the Secur- 
ity Company. No record could be found 
in the Minute Books of the meetings of 
the board of directors and of the execu- 
tive committee of the Tradesmen’s Life 
Insurance Company; nor could Frank De- 
lano and Stacey Wilson, the most active 
men in the management of the concern, 
and the others associated with it point 
out in such minutes any record of the 
fixing of this percentage. This is an in- 
teresting matter, for the Security Com- 
pany continued to operate the company 
and to receive or retain a large portion 
of the total receipts. There would ap- 
pear to be ample ground for demanding 
an accounting. 

It was further shown that when. the 
agreement of January 28, 1892, was made 
between the insurance company and the 
Security Company, their respective execu- 
tive committees were identical, consist- 
ing of Stacey Wilson, George W. God- 
ward and Frank Delano. There is no 
question about Wilson and Godward be- 
ing on both committees, nor that Delano 
was on the Security Company committee. 
There is some doubt as to his being on the 
life insurance company committee, but it 
was also brought out that Frank Delano 
was at that time vice-president and gen- 
eral manager of the Tradesmen’s Life 
and later became a member of its execu- 
tive committee. It was impossible to fix 
definitely whether he was a member of 
the executive committee of the Trades- 
men’s Life’ at the time of making the 
contract or not. 

At the same time, according to the 
testimony of Delano and Wilson, the Na- 
tional Security Company made a sub- 
stantially similar agreement with the 
American Temperance Life Insurance As- 
sociation, which is still in business. The 
affairs of all three concerns were carried 
on in a single suite of offices at 253 
Broadway. : 

On Jan. 15, 1906, (about the same time 
that the Tradesmen’s Company became 
very heavily involved), Delano resigned 
as a director, member of the executive 
committee, manager and vice-president 
of the Tradesmen’s Life; and that same 
day Godward resigned as director, mem- 
ber of the executive committee and treas- 
urer. On the same day E. S. Mooney, 
Thomas Creede, Thomas L. Nichols and 
R. S. Bradburn, all directors, tendered 
their resignations, and six weeks later 
the petition praying for dissolution was 
dled by the new directors mentioned 
above. 

The very intimate relations between the 
Tradesmen’s Life, the Security Company 
and the American Temperance Life have 
long been known in a general way, and 
we referred to these matters in our re- 
port upon the American Temperance 
Life in our 1906 volume. The above de- 
tails, however, bring out very clearly the 
almost complete identity of the manage- 
ment, which is further emphasized by 
additional facts that will be recited later. 

It was about March 5, 1906, that the pe- 
tition for the dissolution of the concern 


ter was sent out by the American Tem- 
perance Life addressed “to the mem- 
bers of the Tradesmen’s Life Insurance 
Company,” soliciting the transfer of their 
insurance to the American Temperance 
Life. To accomplish this, it was neces- 
sary for a member to make application 
to the latter, and a formal application 
was enclosed. This contained the fol- 
lowing significant clause: ‘I hereby de- 
clare and warrant that the foregoing an- 
Swers and statements, together with 
those made in my original application to 
the Tradesmen’s Life insurance Com- 
pany, are full, true and complete, and 
shall form the basis and be part of the 
contract........ ” This clearly indicates 
that the management of the American 
Temperance Life fully expected to have 
access to the original records of the de- 
funct Tradesmen’s Life. Louis S. Posner, 
an attorney associated with Mrs. Quack- 
enbos in this litigation, endeavored to 
secure further information tending to 
show what in a general way is apparent 
from the foregoing, viz., that practi- 
cally the concerns were all one, though 
their legal indentity was separate and 
distinct. He asked Delano to “‘state the 
names of all policyholders of the Trades- 
men‘s Life Insurance Company who on 
March 5, 1906........ and for one year 
prior became insured in the American 
Temperance Life Insurance Association.”’ 
This question was asked because Delano 
and Wilson both testified that one of the 
immediate causes of the alleged insol- 
vency of the Tradesmen’s Life was the 
rapid falling off in membership. The 
idea of the question was to trace the 
transfer of the healthy members from the 
Tradesmen’s Company to the American 
Temperance Life through the efforts of 
the men who controlied the affairs of 
both. Delano’s attorney objected; . the 
referee directed Delano to answer and he 
refused. Application was then made to 
have him punished for contempt of court, 
and the above facts are extracted from 
the interesting affidavit of Louis S. Pos- 
ner, which accompanied that application. 
Delano also refused to answer a similar 
question designed to show what members 
of the Tradesmen’s Company transferred 
their insurance to the American Temper- 
ance Life after the application for the 
dissolution of the Tradesmen’s Company 
on March 5, 1906. 

At the same hearing Delano was asked 
the whereabouts of the original appli- 
cations of the Tradesmen’s Life. He 
claimed he did not know, but supposed 
they had been turned over to the tempo- 
rary receiver. 

The affidavit of Mr. Posner contains 
the following interesting comparison of. 
the management of the three companies: 

“For fourteen years the National Se- 
curity Company conducted the business 
of the Tradesmen’s Life Insurance Com- 
pany and the American Temperance Life 
Insurance Association; the business of all 
three during that time was conducted 
in a suite of offices at 253 Broadway, New 
York City, -leased by the National Se- 
curity Company and under the terms of 
substantially similar agreements. . 

“The identity of officers in that pe- 
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American | Life Insurance Company, which was very | January 22, 1906, the date of incorpo. 
National Tradesmen’s Temperance | severely criticised by the Armstrong In- | tion, was $61,693.19. The company yf 
Security Life Life vestigating Committee, and which made | for its business commissions of $24,6; 
Company. Ins. Co. Ins. Ass’n. |a disastrous failure early in 1906. Stacey | 19, and it states that its total expengs 
253 B’dway. 253 B’dway. 263 B’dway, | Wilson was Secretary of the Empire Life. | chargeable to the procurement of ney 
FRANK DELANO, business was $30,998.70. Considering ¢ | 
President. Vice-Pres. President. the company values on She peal 
diehon Selection iheieittin UNITED STATES ANNUITY AND LIFE | term plan, which allows an extravagant 
E v 4 = INSURANCE COMPANY, CHICAGO, | provision for the cost of new b 
xec. Com. Exec. Com. Exec. Com. 
Gen. Mgr. Gen. Mer. Gen. Mer. ILL. this amount is not high in propo mn 
3 The total admitted assets of this com-/|to the expense allowance in the pre 
GEORGE W. GODWARD, pany on December 31, 1906, amounted to | miums. ; 
Officer. Treasurer. Sec.&Treas. | $218,999.52. Since its incorporation, Jan- The salaries and all other compensa. 
Director. Director. Director. uary 22, 1906, the company has shown a | tions of officers, directors, trustees am 
Exec. Com. Exec. Com. Exec. Com. | good growth. At the end of 1906 it had | employees aggregated $13,734.46. 
STACEY WILSON, in force non-participating insurance The loss from actual mortality, be 
Officer. Adjuster. amounting to only $21,000, and partici- | ing more than the expected mortality, 
Director. Director. | pating $1,430,218. The book value of | during the first year of this companys 
Exec. Com. Exec. Com. bonds owned, as shown by the company’s | business was $4,712.83. The gain from 
GEO. W. MASON, statement, was $125,728.10, at the end | interest earned during the year, exceed. 
Supt. Supt. Supt. ae ie eee bg shows a ing the pe ny ye to maintain re 
iit i iiaen nveste n stocks, the market value | serve, as shown by e company’s state 
ooo MOONEY & SHIPMAN, of which was stated to be $12,000 over | ment, was $5,219.77. The gain from load. 
‘ounsel. Counsel. Counsel. » 
the book value. ing on the first year’s premiums, exceed. 
LOUIS F. DELANO, The company has an authorized capital | ing expenses chargeable to those pre 
Bookkeeper Bookkeeper Bookkeeper | of $300,000, and the statement shows that | miums, was $2,136.99. The statement als 
and Cashier. and Cashier. and Cashier. | the amount of capital paid up at the end | shows that the company gained from in 
“To-day the officers of the National | of 1906 was $205,330. Its general surplus | creases in the values of assets during 
Security Company and the American | at this time was $1,784.52. The company | 1906, $12,371.90. The company states that 
Temperance Life Insurance Association | had total claims outstanding not duej|a gain of $18,718.33 was made, being the 
are substantially the same as above ' amounting to $5,250. Its expected death | premium on capital stock. The Gain 
mentioned and at the same place, Messrs. | losses during 1906 on all policies issued | ena Loss statement shows total gains of 
Delano, Godward and Mooney having re- | during that year are shown by the com- | $38,446.99; total losses, $4,712.83; the dif- 
signed their offices in the Tradesmen’s | pany’s figures to have been $537.17. It | ference, being increase in surplus during 
‘about six weeks prior to the filing of | will, therefore, be seen that the death | the year, $33,734.16. 
the petition herein.”’ losses greatly exceeded the expectation. On the whole, this is a very good show- 
Delano was a director of the Empire | The amount of premiums received since | ing. 
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SAXONIA 


CALCULATING MACHIN 


OSCAR MULLER & CO., NEW YORK CITY, 
AMERICAN SELLING AGENTS. 





Absolutely Reliable 
Quick, Quiet and Easy in Operation 





MAKER’S OPINION: Guaranteed for Three Years 
OUR OWN OPINION: Fully the Equal of Any Machine on the Market. 





PRICE: Lower than for other first-class machines 





THE STRONGEST POSSIBLE ENDORSEMENT: 


A leading New York life insurance company, after exhaustive tests, recently ordered twenty- 
five “Saxonia” machines, which are now giving entire satisfaction in several departments of its © 
business. 


WRITE US FOR PARTICULARS. 





Alfred M. Best Company, Incorporated : 


100 WILLIAM STREET, NEW YORK 





When writing to advertisers, please mention BEST’S INSURANCE NEWS. 











